Estate of Andrea La Sala, Deceased, John La Sala, Executor, Petitioner v.
Commissioner of Internal Revenue, Respondent, 71 T. C. 752 (1979)

The marital deduction cannot be waived to increase a credit for estate tax on prior
transfers, and the credit is limited to the tax paid by the immediate transferor’s
estate.

Summary

Andrea La Sala’s estate sought to exclude from his gross estate the value of property
received from his deceased spouse, Teresa, arguing that the marital deduction
should not be mandatory. The court held that the marital deduction must be applied
and cannot be waived to increase the credit for prior transfers. Additionally, the
credit for tax on prior transfers was limited to the tax paid by Teresa’s estate, not
the full amount paid by their daughter Rose’s estate, as Rose was not considered a
direct transferor to Andrea. The decision underscores the mandatory nature of the
marital deduction and the strict application of the credit for tax on prior transfers.

Facts

Andrea La Sala’s daughter, Rose, died in 1970, and her estate was equally
distributed to Andrea and his wife, Teresa. Teresa died in 1972, leaving her entire
estate to Andrea. Andrea died shortly after Teresa in 1972. The estate tax return for
Andrea’s estate excluded the value of property received from Teresa that qualified
for the marital deduction. The estate also claimed a credit for the estate tax paid by
Rose’s estate on the property transferred to Andrea through Teresa.

Procedural History

The Commissioner of Internal Revenue determined a deficiency in Andrea’s estate
tax. The estate appealed to the United States Tax Court, which ruled on the issues
related to the marital deduction and the credit for tax on prior transfers.

Issue(s)

1. Whether the value of property received from Teresa, which qualified for the
marital deduction, should be excluded from Andrea’s gross estate.

2. Whether Andrea’s estate is entitled to a credit for the full amount of estate tax
paid by Rose’s estate on property transferred to Andrea through Teresa.

Holding

1. No, because the marital deduction under section 2056 is mandatory and cannot
be waived to increase the credit for prior transfers.

2. No, because Rose was not a direct transferor to Andrea; thus, the credit is limited
to the tax paid by Teresa’s estate.
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Court’s Reasoning

The court reasoned that section 2013(d) of the Internal Revenue Code, which
reduces the value of property transferred to a decedent by the marital deduction for
credit purposes, does not affect the includability of property in the gross estate. The
court emphasized that the marital deduction was intended to achieve uniformity in
estate taxation between community and common law property states, and allowing a
waiver would disrupt this uniformity. The court also interpreted section 2013 to limit
the credit for tax on prior transfers to the tax paid by the immediate transferor,
Teresa, rather than allowing a credit based on the tax paid by Rose’s estate. The
court cited legislative history and previous cases to support its interpretation,
rejecting the estate’s argument that the credit should follow the property through
successive estates.

Practical Implications

This decision clarifies that the marital deduction is mandatory and cannot be waived
to increase a credit for prior transfers. Practitioners must carefully calculate the
credit for tax on prior transfers based on the tax paid by the immediate transferor’s
estate, not any prior estates. This ruling impacts estate planning strategies,
particularly in cases involving successive deaths within a short period, as it limits
the ability to reduce estate tax liability through credits. Subsequent cases have
followed this precedent, reinforcing the strict application of the credit for tax on
prior transfers and the mandatory nature of the marital deduction.
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